MEMORANDUM

To:
cC
From:
Date:
Re:

Wichita Affordable Housing Fund Technical Advisory Committee

Robert Layton, Scot Rigby, Sally Stang, Scott Wadle, Mary Hunt (City of Wichita)

Andy Pfister and Justin Carney - Development Strategies

November 30, 2021 (REVISED DRAFT)

Preferred Option / Recommendation for use of ARPA funds in the Affordable Housing Fund

The purpose of this memoranduis to:

f
f
f
f

summarize key outcomeand priorities fromour discussion ohNovember 12021,

summarize the federal guidance on use of ARPA fundafflandable housing,

describe how the case stuglyogramsallocate fundsand

describe a preferred optiofor focusing the use of the $5 million in ARPA funds that City Cpuncil
earmarked for affordable housirtzased on the November 1 discussion

KEY OUTQEES AND PRIORITIES

We hadanother productiveconversation during th&lovember Iwork session as the committee members
weighedthe three different funding options that we presentedith the intent of refining those options into a
recommendation

For discussion purposes, we created three funding scenarios that prioritized different activities, as summarized in
the imagetop of the next page

Key differences among the options include:

1

Option 1focuses on renovation and rehabilitati of existing homes, preferably WHA hopes, for

affordable homeownership, as well as robust funding for expanding home repair programs for current
homeowners. This option would helpprove the condition of up to 170 homasd offer services to 100
houselolds.

Option 2adds an option to fund renovation and repair for affordable rental homes, increasing the overall
affordability range that would be supported by the effort. This option waulpact approximately 140
homes(90 forsale and 50 rental), as wels 100 households that would receive services.

Option 3focuses on fosale homes and existing homeowners, but adds funding for new construction to
funding for renovation and rehabilitation. This optimould impact approximately 115 homess well as

100 households that would receive services.

The primary intent of prescribing specific allocations in each option was to be able to illustrate the potential
impacts in tems of units created and households supported. The case study programs dnésrrescriptive.
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FUNDING OPTIONS

EXAMPLES OF ALLOCATIONS AND IMPACTS

OPTION 1: Single-
Family Homeownership

40% Reno/rehab
40% Home repair
20% Homeowner services

Affordability

* 50% to 80% AMI

* Lower for some existing
homeowners

Impact up to:

* 40 existing homes
* 130 homeowners

* 100 households
(through services)

OPTION 2: Home-
ownership and Rental

20% Reno/rehab
20% Home repair
40% rental reno/rehab

20% Homeowner services
Affordability

*+ 30% to 80% AMI

* Lower for some existing
homeowners

Impact up to:

« 25 existing homes

* 65 homeowners
« 100 households
* 50 rental units

¢

OPTION 3: Home-
ownership and New
Construction

20% Reno/rehab
20% Home repair
40% New construction

20% Homeowner services
Affordability

* 50% to 80% AMI

* Lower for some existing
homeowners

Impact up to:
« 25 existing homes
* 65 homeowners

« 100 households
* 25 new SF homes

The presentation of the above funding options led to robust discussion about what should be priorities for the
ARPA funds, particularly keeping in mind that additional funds will come available in thetshoid-term as

WHA portblio homes are sold

Key points of agreement and discussion are summarized below. Following each statement is commentary based

on best practices we have observed.

1 The AHEBhould not be as prescriptive as the above optigmseaning that it should not earark a
specific amount of funds for renovation/rehab, home repair, homeowner services, and/or new
construction. Rather, it should be set up with parameters around goals and what ussiydnie, and

at S
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the prosand consof each project, and decide how they align with the overall goals and requirements of

the programs.

1 Several committee members agreed thageographic targefor use of the fundsi., formerly redlined
areas or specific neighborhoods) would help th@att stretch further. At the same time, it is important
to ensure thatadequate community infrastructuras in place. That is, education, transportation, health
care, grocery, and similar options that support stability should be accessible to ensutiedlpysical
investments in housing are supported lot@ym.

1 Some concern was raised about renovation and rehabilitation funds because those programs made
available through WHA (via HUD funds) go unused, although part of that could be thasstesated

with the programs.
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1 There was general consensus (i.e., most committee members seemed to agre®pttuat 1 would
impact the most households/unitsbut thatOption 2 would better address community needmcluding
impacts of COVID on housinglsility. Specifically, it was discussed that Option 2 would serve a wider
income range than Option 1, including lowiacome households than a homeownership focus. It would
also provide options to address rental housing conditions.

1 There was additional discussion around whether or not to inchele constructionas part of the
recommendatiorfor using ARPA fundé key reason some committee members said this is eeid
because affordable housing providers such as Habitat for Haynamnid Mennonite Housing could provide
more new homes to families if additional funding was available. They generally have lots under control
already, and could prepare eligible families in the timeline. A secondary reason cited for supporting new
constdzOG A2y SAGK ! wt! TFdzyRa 61 & GKS ySSR (2 I RRNBaa |
neighborhoods that returning these to productive use is critical to stabiliziejghborhoods.

While most committee members agreed that supporting new constructioraaisgh the AHRs important

in the longterm, most agreed that there is a need to focus the APRA funds to impact as many households
as possiblevithin the specified timeframe One committee member indicated that they support Option

2, so long as some dfi¢ funds that are raised when WHA properties are sold are earmarked to support
new construction.A key concern raised about committing ARPA funds to new construction is that the gap
to produce these homes is much larger than a repair and renovation agiproa

Additional notes from the discussion are included in the slide dédkisory Committee Slide DecK N3eeting
11.1.2021.pdfthat will be provided.

ARPA GUIDELINES FOR AFFORDBLE HOUSING

As discussed in our work sessions, the ARPA funds are relatively flexible in terms of how they can be used to
support affordable housing. However, there are a few important guidelines that should shape our
recommendations. A fact sheé¥merican Rescudd? Act: Coronavirus State and Local Fiscal Recovery Funds
(June 2021)is attached for your reference, and is used in the following summary as a source.

The5 SLI NI YSYyd 2F GKS ¢ NBI adzNRBEnd subsyqiedtNdiddnce(duyidrd@isedvdzf S 6 a | @
FAQ #2.21) from the Treasury Department indicate that the following uses are eligible to respond to the impacts of
the pandemic:

1 Assistance to households the form of rent, mortgage, utility, and relocation assistgnce

1 Providehousing stability srvicesin the form of housing counseling, fair housing counseling, case
management, outreach to households at risk of eviction, promotion of housing assistance programs,
housingrelated services for survivors of domestic abuse or human trafficking, aulatiged services for
individuals with disabilities or seniors. This includes legal aid,-baged eviction prevention, or eviction
diversion programs

1 Support COVIEL9 preventionin congregate living facilities, such as homeless shelters and grogp liv

facilities, ventilation improvements, supporting access to medical or public health services, or support for

isolation or quaranting

Affordable housing developmento increase the supply of affordable and highality living units;

Services to addressomelessnesssuch as supportive housing, and to improve access to stable affordable

housing for those experiencing homelessness; and,

1 Housing vouchers, residential counseling, or housing navigation assistemtailitate moves to
neighborhoods with high levels of economic opportunity and mobility forilteeme residents.

= =

1 https://www.federalregister.gov/documents/2021/05/17/20210283/coronavirusstate-and-local-fiscat
recoveryfunds
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A key element communicated in theterim FinalRuléa & G KI & GKS TdzyR Ydzaid I RRNBaA
negative impacts on certaincomyflA 1 A Sa FyR LI LJdzZ | GA2ya o0& Ay@SadAiy3

According to the fact sheet prepared by Natiohalv Income Housing Coalition:

These equitsfocused services are broadly applicable to Qualified Census Tracts (QCT; as designated by
the Dgpartment of Housing and Urban Development), other disproportionately impacted areas, and when
providedby Tribal governments. Recipients may provide these services to other populations,
householdspr geographic areas that are disproportionately impactgdtie pandemic, but recipients

must be able tsupport their determination that the populations served have been disproportionately
impacted (IFR, p. 19).

These guidelines touch on several key themes that the committee has discussed during our wonssess

1. Geographic focusa map of the QCTs in Wichita is include below, and provides an initial guideline for
where the funds can/should be used. While the geography can be expanded, the City would have to

a K
AY K

document that those areas and/or households to be served in those aréé® G RA A LINR LR NI A2y |

AYLI O SRo¢ ¢tKA&d Aad 6KSNB GKS 3IdaARIYyOS 0S02YSa
of complexity to using the funds. While there are certainly impacted individuals and households outside
of the QCTs, those areds include the formerly redlined neighborhoods in Wichita, and align with the
geographic focus communicated by several members of the committee. Therefore, we recommend using
the QCTs as the eligible geography for use of ARPA funds.

HUD Qualified Census Tracts

\\_ / HUD Qualified

Census Tracts

Redlining Grade
“Definitely Declining”
O “Hazardous”

2 American Rescue Plan Act: Coronavirus State and Local Fiscal RecoveNdfiondsLow Income Housing
Coalition, June 28, 2021.
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2. Programmatic feaus: Each of the funding options discussed during the November 1, 2021 meeting are
eligibleLISNJ 6 KS ¢ NBIF adzZNEQa 3IdzARFYyOSs |fiK2dAK G§KSNB | NB
specifically discussed in the context of ARPA funds.

a. For instance, wedwve not discussed direct rent/mortgage assistance, primarily because the city
has successfully distributed emergency rental funds.

b. We also did not discuss providing homeless services or housing through ARPA funds because
there are substantial other fundseing directed to those elements, including HOMEP funds.

c. We did not address supporting COMI®prevention with the ARPA funds, although this element
could be addressed through the renovation/rehabilitation program.

d. We did not specifically address etion prevention and other housing stability services, although
GKSaS O02dzZ R 6S AyOfdzRSR Fa StA3IA6ES dzaSa AF ¢S
2 aKz2dzaAy3d aSNBAOSatcd {LISOAFTAOIftex 6S KIF@S a
servces to substantially help with housing stability in other markets.

CASE STUDY BEST PRACTICES

The five case study affordable housing funds that we profiled and interviewed through the course of this process

provide several valuable lessons that hélg Odza NB O2 YYSYRI GA2y & F2NJ 2 A0KAGlIQa ¥
that, at the time we researched the funds and spoke to the managers, none had received an allocation of ARPA

funds. In fact, the City of Wichita was ahead of many communities in comytRPA dollars to affordable

housing. Nonetheless, many of the programs offered address many of the goals around affordable housing that

we discussed for Wichita.

The following list summarizes best practices from the case study funddleAsummarizing key elements noted
in this list is included on the following page.

1. Clearlystate programgoals andpriorities: The program goals and priorities set the tenarfchat type
of project proposals will be received. Most are directed toward expanding affordable housing options and
improving neighborhoods stability.

2. Defineeligible uses: Each of the case study funds define what uses are eligible, while allowing for
flexibility so that applicants can propose projects that are feasible and meet community needs.

3. Describe eligible usersSome funds focus on expanding capacity and funding fospmofit organizations,
while most are open to feprofit and nonprofit develmers.

4. Outline affordability requirements (e.g., income levels and length of affordabilityost funds have
separate requirement for rental and faale housing, and some differentiate workforce housing from
affordable housing. Generally, rentadusing is targeted at or below 60 percent AMI, whiledale is up
to 80 percent AMI.Affordability provisions for rental housing typically run from 10 to 30 years and are in
the form of restrictive covenants or langse restrictions.

5. Statefundinglimitations/program caps:Most funds have a peproject maximum, defined as a
LISNOSydGF3asS 2F G2aGlrtf RS@OSt2LISyid O02aidx | ydzYSNAO Ol 1
$40,000 per unit, up to $1 million per project, while Greenville sets a capt,$00 per development
project. St. Louis has a cap of 25 percent of development cost fsaferprojects and 30 percent for
rental projects. Separate guidelines and caps are created for housing services and home repair programs.

6. Describe the applicabn and review process, along with applicable timelineall of the funds have
application requirements and a review process. Application cycles run from being on a rolling basis (i.e.,
applicants can submit their project at any time) to a oaegear application window. Review processes
range from a 6@lay turnaround, to quarterly reviews, to annual reviews and awards.
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AFFORDABLE HOUSING FUND CASE STUDY SUMMARY
Tulsa Affordable Housing Fund

Goals and Priorities

Eligible Uses

Eligible Users

Affordability Guidelines

Limitations & Caps

Application & Review

Quality housing options
for all through production
& preservation of
affordable rental housing;
neighborhood
stabilization; wealth
building

*administered by Tulsa
Authority for Economic
Opportunity

U Rental housing
development

U Homebuyer assistance
(down payment, training)
U Landlord incentives

U Rental assistance

Louisville Affordable Housing Trust Fund

U For-profit and non-
profit developers

U Non-profit support
organizations

U 60% AMI (rental); 80%
AMI (homebuyer)

U < 30% of HH income (not
cost-burdened)

U 15 yr. min. affordability
period

U 10% affordable unit
minimum set-aside

U $40k/unit

U up to $1 million per
project

U up to $3,000 or 3
months' rent for landlord
incentives or rental
assistance

U Low-interest loans for
development; grants for
homebuyer assistance,
landlord incentives, and
rental assistance

U Applications accepted any
time (rolling deadline)

U Quarterly review by
committee

U Recommendations to
board for approval

U Funds spent or committed
w/in 6 months of award

U Recipients must submit
quarterly reports (rental
housing, landlord incentives,
rental assistance)

Goals and Priorities

Eligible Uses

Eligible Users

Affordability Guidelines

Limitations & Caps

Application & Review

Fund and facilitate the
rehabilitation, repair, and
or production of
affordable housing and
housing related support
programs to the residents
of Louisville

*LAHTF is a 501 (¢)3
organization

Greenville, SC Housing

U Homeownership and
rental

U Rehab of vacant/
abandoned properties

U Affordable units in mixed-
income projects

U Supportive housing
services

U New development

U Emergency repair & safety

U Homebuyer assistance /
other training

Fund

U For-profit and non-
profit developers

U Non-profit support
organizations

U Public Housing
Authorities

U Units of government

U 50% of dollars @ 50%
AMI
U50% @ 80% AMI

U non-public funds - up to
0% AMI

U $30k/unit

U Low-interest loans;
forgivable loans, and grants
U Offers an "Adopt a Block”
pool of $5 million to
support redevelopment in
areas with high vacancy.

U Applications accepted any
time (rolling deadline)
U 90-day review period

U 13-member board

U Annual reporting
requirement for recipients

Goals and Priorities

Eligible Uses

Eligible Users

Affordability Guidelines

Limitations & Caps

Application & Review

Serve as advocate for
affordable housing in
region; invest in
affordable and workforce
housing development;
acquire land for
development

*Greenville Housing Fund
is a 501 (c)3 organization;
partners with Community
Works

U Acquisition, demolition, &
predevelopment

U Rental and for-sale
housing development
USubstantial rehabilitation

U Land acquisition or
banking for development
U Down payment / other
homebuyer assistance

U Tenant or project-based
rental assistance

DEVELOPMENSTRATEGIES

U For-profit and non-
profit developers

U Non-profit support
organizations

U priority is HHs earning
$15k to $55k

U workforce housing limit
is 120% AMI

U minimum 20-year
affordability period

U further priority for
serving HHs <30% AMI

U homeowner preservation
limit is 100% of AMI with
priority under 80% AMI

DRAFT

U up to $500,000 per
project for development
U up to $25,000 for
rehabilitation services

U Construction loans, pre-
development expenses,
bridge loans, permanent
financing, lines, of credit,
equity partnerships; grants
for homeowner
rehabilitation services

U Applications accepted any
time (rolling deadline)

U Reviews triggered as
applications come in

U Recommendations to
board for approval

U Applications must
demonstrate need

U Monitoring a requirement
for rental developments.



AFFORDABLE HOUSING FUND CASE STUDY SUMMARY (CONTINUED)

St. Louis, MO Affordable Housing Commission

Goals and Priorities

Eligible Uses

Eligible Users

Affordability Guidelines

Limitations & Caps

Application & Review

Promote City living and
neighborhood
stabilization through the
preservation and
production of affordable,
accessible housing and
support services that
enhance the quality of life
for those in need

*This organization is a

department within the
City of St. Louis

U For-sale homes
U Rental assistance

U Housing programs and
services

U New development and
rehabs

U For-profit and non-
profit developers

U Non-profit support
organizations

Affordable Housing Trust for Columbus and Franklin County, OH

U 40% of dollars @ 20%
AMI
U other rental up to 60%
AMI
U homeownership - 80%
AMI

U 25% of project cost for
for-sale

U 30% of project cost for
rental

U $36k average per unit
subsidy

U $168k per unit average
cost

U 30-year loan, no interest
to 1% is typical; forgivable is
an option; grants for
housing service programs;
mix for for-sale

U One round per year; shortly
after MHDCs LIHTC deadline
U Need support from
alderman

U Annual reporting
requirement for rental

Goals and Priorities

Eligible Uses

Eligible Users

Affordability Guidelines

Limitations & Caps

Application & Review

Create and preserve
affordable
homeownership and
rental housing, strengthen
and stabilize
neighborhoods, and
support working
households, seniors, and
special needs populations

*AHT is @ non-profit
lender and certified CDF/

U Acquisition, demolition, &

predevelopment
URental housing only

USubstantial rehabilitation

DEVELOPMENSTRATEGIES

U For-profit and non-
profit developers

U priority is at or below
60% AMI

U projects with
affordability between 30%
and 120% AMI are eligible
U minimum 10-year
affordability period (rental)

DRAFT

U None

U 5% equity minimum

U Applications accepted any
time (rolling deadline)

U Reviews triggered as
applications come in



ANALYSIS ANRECOMMENDATIONS

We have considered and discussed a lot of information over the past three months, and there is always additional
information to think through, particularly when it comes to supporting better affordable housing options and
solutions. However, there is significant alignment between what we discussed as priorities for the City of Wichita,
best practices for affordable housing funds, and the parameters that guide how the City can use ARPA funds for
affordable housing.

Our recommendtions for the focus of the use of APRA funds to seed and launch the Affordable Housing Fund are
as follows:

1. Program goals and priorities:
a. Goal Statement To improve the quality of the existing affordable housing stock, while expanding
qualityl FF2NRI 6t S K2dzaAy3d 2LIiA2ya YR LINRPY2GAy3 ySA

c. Priorities
1 Projects that renovate WHA homes.

9 Projects located in formerly redlined neighborhoods (and QCTS).
rmerly
¢ 2NJ aRS-
9 Projects that support sustainable homeownership.
9 Projects that leverage other funding sources, such as PrBjased Section 8 vouchers,

lead paint remediation, and LIHTCs (probably 4% givendimstraints).
9 Projects where site control or property ownership is already in place.

under
K

I Of &
rd.
rojects

=

2. Higible uses:
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a. Singlefamily renovation or rehabilitatioifor-sale or rental).

b. Home repair for existing loimcome homeowners

c. Housing servicesncluding credit counseling, homebuyer training, homeowner training, eviction
prevention and mitigation, and housing navigation for renters.
d. New construction of affordable singfamily homes.

AGFGA2YAKLINRANF Y OF LJ&a ®€
*All development and home repair activities moscur within HURIefined QCTs.

3. Eligible users:

a. Development supportforprofit and nonprofit developers that have a track record of
completing renovation and new construction projects in reasonable timetind having
honored/used prior funding commitments (i.e., HOME awards from prior years).

b. Housing servicesEstabished nonprofit organizations with demonstrated capacity to expand
services utilizing these funds.

4. Affordability requirements:

a. Forsale HousingAffordable at or below 80% of AMI.

b. Rental housingAffordable at or below 60% of AMI, with priority givienprojects that have
units affordable at or beloVB0% AN!

c. Home repair:Household income is at or below 80% of AMI.

d. Housing servicesHousehold income is at or below 80% of AMI.

5. Funding limitations/program capshere is a need to balanaaaximizing the impact of these funds vs.
funding projects and organization that have a realistic ability to deliver within the timeline required.

a. $25,000 limit on home repairs for each homeowner/housing unit. The scope of home repair
needs should be comfned by some sort of inspection, and the city or entity carrying out the
home repair program should coordinate with the contractor(s) on behalf of the homeowner.
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b. $40,000 to $50,000 per unit for renovation and/or new construction projects, or a set toilar
per project. ted

ns.
6. Application and review process:Given the relatively short timeline to commit addstribute the funds,
we recommend a flexible model that allows for regular review of applications.

a. Preapplication: Applicants should attend a pr&pplication informational session that will be
held quarterly and available as a recording online. THidwian informational session to discuss
what all is needed in an application, what the process is, and what elements would lead to an
application to not be considered.

lication timeline Applications should be accepted on a rolling basis, andweddy staff

c. Review processApplications would initially be reviewed, scored, and summarized by city staff,
then be presented to a review committed that would consider the application and make a
recommendation. If needed, thigeviewCommittee could ask for more information from an
applicant, request a presentation or conversatiand/or hold the application to the next review
session. Funding recommendations would be presented to City Council for approval at a regular
City Council meeting with F GKS wS @A $egommendatioh.i 6 SSQa

Is.

d. Project Awad: Applicants would be notified of their project award within 72 hours of council
approval anda draft contract would be provided within 30 days.

e. Program Review and Adjustmenity staff and the Review Committee should evaluate the fund,
what projects have been funded, what applications have been received, challenges,
opportunities, and other factors every 6 months to ensure that the funds are being used
appropriately. This will also allow the fund to pivot where necessary, and build a foundation for
expanding programs and funding as additional funding sources conlaldga

-Grants vs. LoansMost affordable funds use lover no-interest loans as the primary mechanism to
support development, and offer grants for housing services. However, current ARPA guidelines are
unclear as to whether or not the city can use thads in a way where they would revolve back to the city
at some future date (i.e., as a loan that would be repaker this reason, we recommend that the city
approach the awards :
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At other funds forgivable loans are frequently held in escrow until certain project goals are achieved, so
not all of the funds are disbsed at one time, and the final dislesement would not occur until project
completion is confirmed.

8. Administrationand Staffing The newer funds we researched typically have one to twetifak staff
members and a cohort of advisors from the private market, including accountants, real attatesys,
and underwriters. Some of the more established and larger funds have five to-imé&fitaff members
and are independent organizations. Some also earmark a portion of their annual funding allocation or
proceeds toward administration.

We recommend adding one project managlewel position to help launch and administer this program,
with part-time help from current staff members. As the fund grows, additional staff will be needed
may be prudent to contract with an ganization such as LISCEnterprise Community Partneies
manage an&dministerthe fund.

We also recommending setting aside $250,000 to $300,0@@eahitial ARPA allocation to cover the new
LRaAliAz2y YR ad420A1FGSR FRYAYAAGNY GAQGS O2ataz az f
guidelines. If not, the funds will need to come from another source.
9. Oversight: Almost all of the funds have a review committee or advisory boards that evaluates
applications, makes funding recommendations, and provides guidance and support to staff as the
programs evolve. We recommend formia@- to 8-personAffordable Housing Furiabard or review
committee to serve this purpose. As stated earlier, recommendations from this group would go to
Council for final approvallt is important that committee members represent the diversity of the
community and has expertise in housing ammainmunity development However, those who may use the
funds should not be eligible to serve.

10. Alignment with existing programs and processe8s we discussed at each of our work sessions, there
are a number of housing programs and initiatives under \aay, efforts should be made to align and
connect various efforts where possible.

a. Leverageexistingprograms: Where possible, leverage existing programs and fund to maximize
how many projects the AHF can support. For instance, the home repairdonbiske stretched
further by utilizing existing programs administered by Housing and Community Services, such as
the lead abatement program and existing home repair funds, as well as weatherization programs
administered by other entities. This would allow thenfreowner to have a property inspection
and needs report, which is required by those programs, and help prioritize and coordinate the
repairs to make the most impact.

b. Align application processesf an applicant has already submitted an application for other
programs, such as HOME or LIHTC, that application should be accepted for AHF funds, although
the applicant should highlight to the AHF where the applicable information is located.

c. Build patnerships As the housing conversation continues to progress and resources expand
and/or change in the city, it is important to understand who is doing what and how those
broader efforts impact the AHF. For instance, philanthropy could invest moreondafie
housing and expand what the fund is able to do, or community organization could expand to
become a CDFI.

d. Strategize for the Phase 2 and Phase 3 effohis previously discussed, the City has a few unique
opportunities, namely because of the Widértfolio and because of the HOMARP funds to
address homeless housing. Additional funds will become available and, while they will have their
own restrictions, will expand what the AHF is able to do. For instance, the proceed from the sale
of the WHA poperties could be used to create a revolving fund that will impact the community
for years to come.
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QUESTIONS TO CONSIDER

1 Are you comfortable recommending this option to the City Manag@er
1 Is anything missing?
1 What are some other longerm thoughts?

DEVELOPMENSTRATEGIES DRAFT 12



DEVELOPMENSTRATEGIES

DRAFT

13



